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: The Argentine Finance Ministry announced on August 
s 29 a simplified exchange rate system; the peso was de- 
. valued and a free exchange market with fluctuating rates 
was introduced. This is the second modification in 11 
° months of Argentina’s multiple currency system. In 
” October 1949, following the devaluation of sterling, most 
. of the export and import rates were changed, the depre- 
ciations ranging from 17 to 46 per cent; the basic export 
Be ; 
rate, however, remained unchanged. There were four 
a, export rates ranging from 3.3582 pesos per dollar to 
7.1964 pesos per dollar; three fixed import rates ranging 
from 3.7313 pesos to 6.0857 pesos per dollar; and one 
fluctuating auction market rate for nonessential imports. 
he A so-called free market rate pegged at 9.00 pesos per 
ee U.S. dollar completed the structure of rates (see this 
ine News Survey, Vol. II, p. 109). 
13. Under the new system, transactions for the majority 
ing of exports and imports will be at the two fixed rates of 
»8i- 5 pesos and 7.5 pesos to the dollar, or the equivalent 
80. in other currencies. The rate for both basic exports 
iso and essential imports will be 5 pesos; that for minor 
‘ket 
- The International Bank for Reconstruction and De- 
velopment on August 25 made a loan of $33 million for 
nai the expansion of Uruguay’s power and telephone facil- 
ities. The loan, which is guaranteed by the Republic of 
Cost Uruguay, was made to the General Administration of 
“ex- Electric Plants and State Telephones (U.T.E.), an auton- 
ancs omous government-owned agency charged with provid- 


ing electrical energy and telephone service in Uru- 
guay. The loan is for 24 years and carries an interest 
rate of 344 per cent, plus a commission at the rate of 
1 per cent which, in accordance with the Bank’s Articles 
of Agreement, is allocated to its special reserve fund. 
Amortization payments, calculated to retire the loan by 
maturity, will start on February 15, 1955. 

The total cost of U.T.E.’s expansion program is esti- 





















OEEC Report on Internal Financial Stability 

According to the third report on internal financial 
stability published by OEEC, the aim of OEEC countries 
has been to achieve a balance between inflation and 
deflation. To determine whether the European economies 
have been moving toward inflation or deflation and how 
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exports and the majority of imports will be 7.5 pesos. 

In addition to these rates, there is to be a free market 
rate, which will be applied to some marginal exports, 
luxury imports, invisibles, and capital transactions. The 
Government has promised to facilitate the transfer of 
accumulated earnings on foreign capital when condi- 
tions on the free market permit. 

The opening quotation of the Central Bank on August 
29 for the free market rate was 14.25 pesos per dollar, 
which was a depreciation of about 36.5 per cent, making 
the peso worth about 7 cents instead of 11 cents. This 
rate is approximately the same as that in the free 
exchange market of Montevideo. The Central Bank 
served notice to private banks that they could buy and 
sell exchange at any price offered. 

The devaluation in the official and free markets ap- 
plies to all foreign currencies at the same ratio as to 
the dollar. 

Sources: The Journal of Commerce, August 30, 1950, 
and The Wall Street Journal, August 30, 1950, 
New York, N. Y. 





mated at the equivalent of US$45 million. The Bank’s 
loan will be used to cover the foreign exchange required 
for the purchase and importation of equipment and 
materials. The local currency costs, estimated at 22.8 
million pesos (US$12 million) will be met partly from 
U.T.E.’s own earnings, but principally by the use of a 
part of the proceeds of a peso bond issue recently author- 
ized by the Uruguayan Parliament. Of the total cost of 
the program, the equivalent of US$36.6 million will be 
spent on the power expansion project and $8.4 million 
for the telephone system. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
August 25, 1950. 





they have been influenced by the 1949 devaluations, cer- 
tain indices of the pressure of demand—such as prices, 
wages, unemployment, production, the foreign balance, 
and internal financial policies—have been analyzed. 

In drawing its conclusions, OEEC finds it difficult to 
maintain the distinction between the European countries 
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which rely to a considerable extent on direct controls 
supplemented by budget surpluses (this group includes 

the United Kingdom and the Scandinavian countries), 

and those which rely mainly on monetary and credit 

policies (such as Belgium, France, and Italy). Accord- 

ing to OEEC, this distinction has lately become much 

less marked. Direct controls in the first group have 

been relaxed considerably, and with the disappearance 

of budgetary deficits the budgetary policies of various 

countries have tended to become more similar. 

The general conclusion of the report is that until mid- 
1950 the situation was such that, with only a few excep- 
tions, it was somewhat difficult to say that some par- 
ticipating countries were more inflationary (or more de- 
flationary) than others. An analysis by countries shows 
that in Norway and the United Kingdom price stability 
has been maintained through budget surpluses and direct 
controls. The inflationary pressure is receding. Controls 
remain, but rationing is less important. In France, a fair 
degree of internal financial stability has recently been 
maintained, which has increased confidence in the franc. 
A policy of credit restriction has been pursued, and part 
of investment has been financed out of budgetary re- 
ceipts. In the Netherlands and Denmark, inflationary 
pressure has now been considerably reduced or elim- 
inated. Controls have been important and some reliance 
has been placed on credit policy. Unemployment in- 
creased in 1949 and private savings tended to rise. In 
Sweden and Switzerland, the pressure of demand in the 
postwar period (considerably stronger in Sweden than 
in Switzerland) is now receding. In Sweden, controls 
are gradually being relaxed. In Switzerland, there has 
been a certain setback in activity from the high levels 
of previous years and a persistent, though moderate, 
decline in prices. In both countries, however, unem- 
ployment is very low. In Belgium, Germany, and Italy, 
prices have tended to fall. Unemployment, which re- 
mained high in recent months, was largely structural 
and closely related to the increase in population. In 
Belgium, unemployment fell in the spring of 1950 to 
the same level as in 1948. 

The effects of the devaluations on the internal situa- 
tion in participating countries have been moderate in 
relation to the extent of the devaluations. The increase 
in prices after the devaluations has created, in several 
countries, a problem, because of pressure for higher 
wages and other personal incomes. It is important that 
participating countries prevent this pressure from start- 
ing renewed inflation and a spiral of increasing prices 
and wages, so that they should not lose the competitive 
advantage derived from devaluation. 

The terms of trade for a number of countries deterior- 
ated after the devaluations, particularly for Denmark. 
This implies a decrease in the countries’ real available 

resources. The same is true of the reduction in the 
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FINA 
import surplus that the devaluations were intended to 
promote, and that in fact occurred almost immediately. Ou 
The OEEC report concludes by examining the various in pr 
components of demand and supply in an effort to deter- pues 
mine prospects for the future. On the demand side there althou 
may be changes in government expenditures, especially risen 
for defense. These might compromise the achievements higher 
of the last few years unless great care is taken to adapt stabili 
economic policy as a whole to the implications of such The 
expenditures. The pressure for increased consumption Weste: 
in many countries is now less strong than in the recent quarte 
past. Investments tend to decline because of the fear earlier 
of a saturation of demand. If these tendencies spread, US. | 
stagnation may result, unless new investment plans are increas 
put into operation. to the : 
On the supply side the necessity remains for reducing increas 
the balance of payments deficit of the participating coun- which 
tries as American aid diminishes. On the other hand, return | 
increasing production has been the most potent weapon Source: 
in curbing inflation. Industrial production is now above 
the prewar level, but its growth is slackening. Special 
measures may be desirable to counteract this tendency. ECA Re- 
“In a few countries the extraordinary aid is relatively hate 
so large that its disappearance could hardly be balanced adic 
by any probable increase in domestic production and by or A 
saving; in such countries a cut in domestic expenditure a ee 
of some kind will almost certainly have to be made se the 
unless other means of financing an import surplus can ECA-f ; 
be found, or renewed inflation is to follow. In other i -_ 
countries it is clear that the ease with which it has been ach 
possible to ensure a high level of employment in the eae ; 
postwar years was exceptional. The main problem in - 
these countries may be to ensure that total demand, and, = -_ 
perhaps principally, total investment, is high enough to oe 
keep the productive capacity fully used and to prevent as ; 
economic stagnation.” Seenents 
Source: Organization for European Economic Coopera- European 
tion, Report on Internal Financial Stability, eave doll 
Paris, France, August 1950. not availa 
ECA Report to Congress Source: ; 
In its eighth quarterly report to Congress, ECA re 
views the economic progress made by ERP countries 
during the first quarter of 1950. Intra-European trade london Te 
increased sharply to 114 per cent of prewar and was The Uni 
almost one third above the level of the first quarter of the Lon a 
1949. For March alone, the level was 126 per cent of after 10 : 
prewar. Payments between countries were better bal- tie 
anced than at any time since the beginning of the pay: Bis typ. a 
ments agreements in 1948, and only a small part of the B time before 
deficits between countries had to be settled in gold. B the first yes 
The increased trade was attributed in part to the further Btinue, The 
removal of import quotas and other trade liberalization J hand teas o: 





steps. 
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Other evidences of progress are continued increases 
in production to a postwar high level of 123 per cent of 
prewar; no evidence of new inflationary tendencies, 
although wholesale prices and the cost of living have 
risen moderately in most countries, largely because of 
higher import costs since devaluation; and increased 
stability in monetary and financial conditions. 

The report points out that the U.S. trade surplus with 
























































































































































































: 
Western Europe continued to decline and, in the first 
: quarter of 1950, was 40 per cent smaller than a year 
: earlier. The devaluation of currencies and the rise of 
U.S. business activity enabled the ERP countries to 
. increase their gold and dollar reserves. Contributing 
to the increase was the decline in the U.S. trade surplus, 
g increased income from tourism, receipt of payments 
“d which were delayed in anticipation of devaluation, a 
d, return flow of capital, and continued U.S. aid. 
= Source: Eighth Report to Congress of the Economic Co- 
an operation Administration for the Quarter ended 
‘al March 31, 1950, Washington, D. C. 
cy: ECA Re-Export Policy 
ely Intra-European trade will be expanded under a new 
ed ruling effective September 1, according to a recent report 
ind by ECA. The ruling provides that, unless a European 
- country is listed on the ECA procurement authorization 
ade as the source of goods, a supplier must certify that 
-_ ECA-financed goods from the dollar area did not orig- 
het Bi inate in Europe. Shipments of goods processed from 
om materials imported from Europe are not barred, but to 
the be classified as U.S. commodities the value of the im- 
‘= ports must be increased at least 50 per cent by the 
and, processing. In the future, ECA countries must purchase 
h to F commodities of European origin directly, paying for 
vent © them in European currencies or through the European 
Payments Union. This will tend to increase intra- 
pera: ® European trade and also enable ECA countries to con- 
ility, & serve dollars for buying in dollar areas goods which are 
not available elsewhere. 
Source: Economic Cooperation Administration, Press 
Release, Washington, D. C., August 17, 1950. 
A re 
ntries Europe 
trade & london Tea Market 
A wes The United Kingdom has decided to re-open next April 
ter of the London Tea Market and return to private tea buying 
ent of & after 10 years of government bulk purchasing. Many 
x bal: restrictions, however, will remain. The subsidy for tea 
€ pay Bis to be continued. The rates will be announced some 
of the B time before the April opening and will remain firm for 
| gold. B the first year. Price control and rationing will also con- 
further tinue. The market is to be confined to the sale of first- 








hand teas offered on producers’ account, but the auctions 
will be open to buyers of tea for re-export. Merchants 
will not be able to buy tea in Calcutta or Colombo, as 
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they did before the war, for re-sale at the London 
auctions. 
Sources: The Financial Times, August 14, 1950, and 


The Economist, August 19, 1950, London, 
England. 


Effects of Revaluation of French Gold Reserves 


The balance sheet of the Bank of France for August 
25, 1950 reflects for the first time the changes resulting 
from the revaluation of the Bank’s gold reserves (see this 
News Survey, Vol. Ill, p. 42). The gold stock, which 
covers gold in the vault and gold used as collateral for 
the 1947-49 loan contracted with American banks, is 
now valued at 182.8 billion francs instead of 62.2 billion 
francs, of which 9.3 million was collateral for the loan 
with American banks. 

On the assets side of the balance sheet, the item, 
“Bon du Trésor rerboursable en or,” which before re- 
valuation was 2.9 billion francs, is written off. This 
item represents a Treasury gold bond given in May 1949 
to the Bank of France in return for 22 tons of gold which 
the French Government used to meet the first payment 
due on the American loan. Although the Treasury bond 
has been redeemed in gold by the Government, the gold 
(now valued at 8.6 billion francs) is not entered in the 
gold reserve but is included in the item “Disponibilités 
a vue a@ létranger” (sight liabilities abroad). This 
item, however, shows a decrease of 13.5 billion francs, 
mainly as the result of the repayment of the American 
loan (21 billion francs) being offset by the restitution 
of the 22 tons of gold (8.6 billion francs). Seventy 
seven billion francs of “Bons du Tésor négociables” is 
written off as a result of the utilization by the Govern- 
ment of part of the revaluation bookkeeping profit. No 
significant change is recorded in the item “Advances to 
the Stabilization Fund,” as this agency was only an inter- 
mediary for the payment on the 1947-49 American loan. 
These asset items show that, of the bookkeeping profit 
of 126 billion francs from the gold revaluation, about 
104 billion has been utilized (5.7 billion profit on the 
Treasury gold bond; 77 billion on the “Bons du Trésor 
négociables” ; 21 billion for repayment of the American 
loan). 

On the liabilities side, the remainder (22.9 billion 
francs) of the bookkeeping profit from the revaluation 
is entered in the global account, “Deposits and current 
accounts of banks and financial institutions.” In fact, 
this 22.9 billion is credited to the “Caisse Autonome 
d’Amortisement” and is to be used to redeem French 
Treasury bonds held by foreign banks. 

Source: Agence Economique et Financiére, Paris, France, 
August 23, 1950. 


Belgian Military Expenditures 
A budget resolution calling for additional expenditures 
in the defense budget has been presented to the Belgian 
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Parliament. The bill calls for a Bfr 5 billion increase to 
be spent during the period ending December 1951. The 
present budget of military expenditures for 1950 amounts 
to Bfr 8.5 billion. The new defense expenditure is likely 
to entail a modification of financial and economic policy, 
and particularly an adaptation of the public works pro- 
gram to the needs of defense. 

Source: Basler Nachrichten, Basel, Switzerland, August 

9, 1950. 


Reduction of Subsidies in Norway 

In accordance with the policy of reducing subsidies 
adopted in the spring of 1950, the Norwegian Govern- 
ment has cancelled subsidies on meat and pork which, 
for the fiscal year 1950-51, had been estimated at 
NKr 100 million (US$14 million), or 17 per cent of 
total subsidies. As a result of this recent decision, con- 
sumers’ prices of meat and pork will increase, on the 
average, about 40 per cent. 

Since the action taken in April, the cost of living index 
has risen by 6.9 per cent; and it is expected to rise an 
additional 4.6 per cent because of the cancellation of 
meat and pork subsidies. This increase would raise the 
index to about 177 (1938 = 100), which would mean 
new negotiations concerning wages. Negotiations are 
scheduled to take place if the cost of living index rises 
above 165.6 by September 15, 1950. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, August 23, 1950. 


Norwegian Timber Output 

Norway’s timber output during the winter season of 
1949-50 amounted to 6.36 million cubic meters or 91 per 
cent of the planned output, which was 1.4 million cubic 
meters short of the previous season. In order to in- 
crease the supply of timber, which is the basis for Nor- 
way’s largest export industries and provides material for 
housing, some timber has been cut this summer, and total 
output was thus increased to 97 per cent of the 1949-50 
plan. This is about 20 per cent larger than the prewar 
average. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, August 19, 1950. 


Reserves of Swedish Banks 

As of October 1, 1950, the reserve requirements for 
Swedish commercial banks have been raised to 6, 8, 
and 10 per cent of the banks’ liabilities, excluding those 
in respect of guaranties and savings deposits. The 
10 per cent requirement applies to banks with capital 
and reserves exceeding SKr 50 million (US$9.6 million) ; 
the 8 per cent to banks whose funds amount to between 
SKr 10 million and SKr 50 million; and the 6 per cent 
to other banks. Forty per cent of the reserve require- 
ments must be cash on hand or deposits with the Sveriges 
Riksbank; the deposits with the Riksbank must amount 
to at least 25 per cent of the total requirements. 
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According to the Board of the Sveriges Riksbank, the 
expansion of credit since September 1949, and in par- 
ticular since March of this year, has caused the increase 
in reserve requirements. The reasons for the credit 
expansion are liberal licensing of building activity, in- 
creased imports as a result of liberalization, greater 
inventories, and higher prices for many commodities. 
The growth in bank credit since last March, however, 
could not be attributed to these factors alone, and the 
voluntary limitation of credits undertaken by the banks 
has not proved sufficient to prevent a general expansion 
of credit. 

Source: Finanstidningen, Stockholm, Sweden, July 29, 
1950. 


Payments Agreement Between Italy and Somaliland 

A new payments agreement between Italy and Somali- 
land will become effectitve September 1, 1950. Under 
the agreement, all commercial transactions between the 
two countries shall be invoiced in either somali (see this 
News Survey, Vol. Il, p. 388) or Italian lire; and pay- 
ments between the two countries also may be in either 
of the two currencies. An account in Italian lire will 
be opened with the Bank of Italy in Rome, and all trans- 
actions will be carried out through this account. The 
somalo-lira rate of exchange will be established monthly 
by the Bank of Italy. This rate will be calculated on the 
basis of (a) the average of the daily official rate for the 
U.S. dollar in Italy during the last 10 days of the preced- 
ing month; (b) the par value of the somalo vis-a-vis the 
U.S. dollar, which is currently 7.14286 somali to one 
U.S. dollar. If, during any given month, a change in the 
rate of the lira or of the somalo vis-a-vis the dollar 
should result in an effective lira-somalo rate that is more 
than one per cent higher or lower than the monthly lira- 
somalo rate currently in force, this exchange rate will be 


‘modified accordingly for the remaining days of that 


month. Creditors will be entitled to cash the counter- 
value of payments respectively denominated in somali 
or in lire, applying the same exchange rate that had been 
applied for the debtor at the moment of payment. This 
is done to avoid controversies which could arise when 
communication difficulties might cause a lag between the 
time the debtor pays in one country and the creditor 
is paid in the other country. 
Source: National Institute for Foreign Trade, Informa- 
zioni per il Commercio Estero, Rome, Italy, 
August 10, 1950. 


Austrian Trade Agreements 

Under the terms of a new trade agreement between 
Austria and Bulgaria signed on June 29 and covering 
the year ending June 30, 1951, Austria’s exports to Bul- 
garia are scheduled at the equivalent of US$6.5 million, 
and Bulgaria’s exports to Austria at the equivalent of 
US$7.5 million. The Bulgarian export surplus is in- 
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tended to settle a US$1 million balance with Austria 
which resulted from the former agreement. 

The first postwar trade and payments agreement be- 
tween Austria and Rumania was signed on April 17, 
1950. The agreement, which is to be in effect for one 
year, envisages commodity transactions to the equivalent 
of US$9.7 million in each direction. Petroleum has not 
been included in the list of Rumania’s exports to Austria. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 21, 1950. 


Czech Industrial Reorganization 

The Czechoslovak Government, by a recent statute, 
has provided for the reorganization of the country’s na- 
tionalized industry into 683 corporations which are the 
property of the State. All powers of management have 
been centralized. Each corporation will be headed by a 
director with full powers; these directors will be re- 
sponsible to the district directors-general, who in turn 
will be responsible to the Minister of Industry. The work 
of the corporations will be planned by the State Planning 
Office; all proceeds from their operations will go to the 
National Bank of Czechoslovakia. 

Collective bargaining, which has been nominally in 
force, is to be replaced by a “State catalogue of work and 
wages.” The wages of workers, who “receive their re- 
ward according to their performance and the social 
importance of the work they do,” are fixed in the statute. 
Workers in coal mines and heavy industries receive 
better wages than those working in light industries. 
Wages will be determined by a system of socialist com- 
petition and the so-called “progressive hardening of the 
norm,” i.e., the minimum output of an individual worker 
qualifying him for the basic wage. The norm may be 
increased from time to time in order to induce workers 
to increase output. 

Source: The Manchester Guardian, Manchester, Eng- 
land, August 14, 1950. 


Middle East 


American Pipeline in Middle East 

The laying of 1,063 miles of pipeline (of 30-31 inches 
diameter) by Tapline (Aramco) from Saudi Arabian 
fields to Sidon, Lebanon is nearing completion. Only 
the section going through Jordan (100 miles) remains 
to be constructed. The loading of the first tanker at 
Sidon is scheduled for January 1, 1951. 
Source: Middle East Economic Service, Forest Hills, 

N. Y., August 1950. 

Egypt’s Mining Law 

The two largest oil companies operating in Egypt, the 
Anglo-Egyptian Oilfields and the Socony Vacuum Oil 
Company, are threatening to cease operations unless the 
Government amends the 1948 Mining Law. The Stand- 
ard Oil Company stopped its exploration work in Egypt 
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last year because of the failure of the company and the 
Government to agree on certain terms of the law. The 
main objection to this law is that it provides that exploit- 
ation leases be granted only to Egyptian companies. 
Foreign companies also resent the fact that the prices 
they obtain for products from Egyptian oilfields are 
fixed by the Government below world prices. 

Source: The Financial Times, London, England, August 
12, 1950. 


Tourist Industry in Egypt 

Egypt’s Ministry of Commerce and Industry has sub- 
mitted a memorandum, for approval by the Council of 
Ministers, recommending a loan of £E750,000 (about 
US$2.1 million) to improve and increase hotel accom- 
modations for tourists. The loan, which will be from 
the postal savings accounts, will be administered and 
supervised by the Industrial Bank of Egypt, will bear 
interest of 24% per cent, and is for a term of 20 years. 
Source: Al Ahram, Cairo, Egypt, August 19, 1950. 
Industrial Bank in Iraq 


The increased activity of the Industrial Bank in 
Iraq is indicated by the rise in its profits from ID 4,066 
(ID 1 = US$2.80) in 1948-49 to ID 7,746 in 1949-50. 
Total investments by the bank, including loans, participa- 
tion in industrial enterprises, and import transactions on 
behalf of industrialists, rose to ID 760,000, an increase 
of about ID 100,000 over the previous financial year. 
The main fields of activity of the Bank were spinning and 
weaving, vegetable oil extraction, and leather tanning. 
Projects now under consideration include the setting up 
of a jute factory and a papermaking factory. The latter, 
estimated to cost ID 150,000, will use wheat stacks for 
raw materials, and will have an output of 10 tons a day, 
which is about the current daily requirement in Iraq. 
Source: The Iraq Times, Baghdad, Iraq, July 21, 1950. 
Economic Credit Bank in Iran 

The Government of Iran intends to establish a new 
bank called the Economic Credit Bank. Its purpose is 
to help develop national industries by granting prefer- 


ential credits to industrialists, exporters, and factory 
owners. 


Source: Eitéla’at, Teheran, Iran, August 14, 1950. 
Iranian Seven Year Development Plan 

Under the new managing director of the Iranian Seven 
Year Development Plan, Dr. Sajjadi, the organization 
will be concerned only with “preparing, recommending, 
and supervising the execution of the projects,” and the 
government-owned factories, which had been transferred 
to it, will be returned to the Ministry of National 
Economy. 

According to Dr. Sajjadi, the organization is not short 
of money. If a loan is obtained from the International 
Bank for Reconstruction and Development, the whole of 
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it would be used to import machinery, plant, tools, and 
tractors. The money for the domestic financing of the 
plan would be obtained from the Bank Melli. 

Source: Ettéla’at, Teheran, Iran, August 12, 1950. 


Far East 


Central Bank of Ceylon 

The Monetary Board which will direct the policies of 
the newly established Central Bank of Ceylon assumed 
office on July 1, 1950. The Bank will begin operations 
in about three months, with capital of Rs 15 million. 
The Monetary Board consists of the Permanent Secre- 
tary of the Ministry of Finance, the Governor of the 
Central Bank, who is appointed by the Governor- 
General of Ceylon, and one other member, also appointed 
by the Governor-General. The first Governor of the 
Central Bank is Mr. John Exter, until recently a mem- 
ber of the staff of the Board of Governors of the Federal 
Reserve System of the United States. 

The Monetary Board has wide powers over Ceylon’s 
monetary and banking system. An important feature of 
the Central Bank is the absence of any obligation to 
maintain a minimum ratio of reserves against currency 
and other liabilities. The Monetary Board is empowered 
to give directions to the commercial banks, setting mini- 
mum levels for their cash reserves, maximum levels for 
different types of loans, minimum ratios between capital 
and total assets, minimum letter-of-credit margins, and 
maximum interest rates on deposits. As a guide to 
policy, the Monetary Board is to be supplied with vari- 
ous economic indices, including the relation between 
domestic and world prices and costs, balance of pay- 
ments statements, the extent of automatic changes in the 
money supply, and cost of living data. Statutory pro- 
vision is made for the creation of a Department of 
Economic Research. 

The new Central Bank law is designed to correct the 
principal defects of previous banking legislation under 
the Colonial Currency Board system. That system did 
not give the authorities sufficient control over the domes- 
tic money supply and bank lending to enable them to 
pursue either short-term counter-cyclical action or a 
long-term development policy. In a country such as 
Ceylon, whose capital market is unorganized, the tradi- 
tional monetary control measures need to be strengthened 
and supplemented by new devices if control is to be 
effective. 

Sources: The Economist, June 3, 1950, The Banker, 
July 1950, and The Financial Times, July 3, 
1950, London, England. 

China-Japan Trade 

To promote barter trade with Japan, the Taiwan Pro- 
vincial Government ruled that, effective May 31, no im- 
port license would be issued for imports of cotton tex- 
tiles and flour unless these commodities were imported 
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from Japan on a barter basis or from other areas with 

foreign-exchange surrender certificates held by private 

firms or individuals. On June 1, one Chinese ship was 

placed on a regularly scheduled freight-passenger run 

between Taiwan and Japan. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 28, 1950. 


Indo-China’s ECA Imports 

The Economic Cooperation Administration has au- 
thorized the procurement of goods worth US$716,000 as 
the beginning of a program to aid Indo-China to raise 
its health standards. Supplies, which will be shipped 
from the United States and possessions and from Japan, 
will consist of medicines, pesticides, instruments and 
apparatus, vehicles, and agricultural equipment. 
Source: Economic Cooperation Administration, Press Re- 

lease, Wasihngton, D. C., August 11, 1950. 


Malayan Trade 
In the first half of 1950, Malayan trade showed a 
favorable balance for the first time since the war. Im- 
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ports were valued at £129 million, and exports at £140 

million; this surplus of £11 million compares with a 
deficit of £17 million in the corresponding period of 
1949. 

Export values benefited particularly from the higher 
price of rubber and tin. Exports of rubber to the United 
States were valued at £24 million, and shipments of 
tin at £15 million. As imports from the United States 
amounted to only £4 million, Malaya’s net dollar earn- 
ings totaled more than £35 million (about US$100 
million). Thus, despite the devaluation of sterling, dollar 
earnings were much larger than in the first half of 1949. 

Present developments in both the rubber and tin 
markets indicate that Malaya’s contribution to the dollar 
earnings of the sterling area will be even more substan- 
tial during the second half of the year. 

Source: The Economist, London, England, August 26, 
1950. 


Philippine Control of Profit Remittances 
A new ruling by the Central Bank of the Philippines 
permits the transfer abroad by foreign investors of 
earnings and/or capital up to 30 per cent per annum of 
their capital investment in the Philippines as of Decem- 
ber 31, 1949, in addition to the previously permitted 
10 per cent of profits, after taxes, or 10 per cent of capi- 
tal stock. The previous rulings provided that remittances 
should in no case exceed the average amount of profits 
and dividends remitted during the past two years. This 
ruling is based on the experience of Latin American 
countries, and is intended to encourage the investment of 
foreign capital while maintaining exchange restrictions. 
Source: The Philippine American Chamber of Com- 
merce, Weekly Bulletin, New York, N. Y., Au- 
gust 11, 1950. 


United States and Canada 


U.S. Omnibus Appropriation Bill 
The U.S. Congress has passed and sent to President 
Truman for signature the $36.2 billion omnibus appro- 
priation bill, providing funds for government adminis- 
trative expenses during the fiscal year 1951. A total-of 
$3,967.4 million, which was appropriated for foreign 
aid, includes the following: $2,250 million for ECA; 
$1,222.5 million for mutual defense assistance; $288 
million for government and relief in occupied areas; 
$90 million for aid to Korea; $62.5 million for a loan 
to Spain; $27.4 million for aid to Palestine refugees; and 
$26.9 million for the Point 4 Program. The figure for 

ECA aid does not include $264 million carried over 

from fiscal 1950 and authorized for expenditure in the 

present fiscal year. 

Source: 8lst Congress, Second Session, House of Repre- 
sentatives, Report No. 2991, Conference Report 
on General Appropriation Bill, 1951, Washing- 
ton, D. C. 


U.S. Industrial Production 

According to a preliminary estimate of the Board of 
Governors of the Federal Reserve System, U.S. industrial 
production in August rose to 204 per cent of the 1935-39 
average. This figure is about 314 per cent above that for 
July and the highest since July 1945, when the index 
was 210 (1935-39 = 100). 
Source: The Journal of Commerce, New York, N. Y., 

August 25, 1950. 

Canada’s Tourist Trade 

Although expenditures in Canada by foreign tourists 
reached a peak of $286 million in 1949, Canadians also 
increased their spending in other countries to a new 
high of $192 million, so that Canada’s net credit on 
travel account with all countries fell from $145 million 
in 1948 to $94 million in 1949. Travel between Canada 
and the United States followed the same pattern, and 
the net credit on Canada-U.S. travel dropped from 
$154 million in 1948 to $104 million in 1949. (All 
figures are in Canadian dollars). 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, August 16, 1950. 


Foreign Investment in Canada 


The Dominion Bureau of Statistics announced last 
week that foreign investment in Canada at the end of 
1949 reached Can$7,977 million (compared with $7,513 


million in 1948 and $6,913 million in 1939). The largest 

share, $5,890 million, of the 1949 total was from the 

United States. 

Source: The Journal of Commerce, New York, N. Y., 
August 24, 1950. 


Latin America 

Oil Developments in Mexico 

A new oil refinery at Salamanca, Mexico, on which 
construction was started in August 1948, was formally 
opened in the first week of August 1950. It has a 
capacity of 30,000 barrels of crude petroleum daily. 
To supply the refinery with oil, it was necessary to 
build a pipeline 450 kilometers long, from Poza Rica to 
Salamanca. The total investment in the refinery and 
the pipeline was US$37 million. 
Source: El Mercado de Valores, Mexico, D.F., August 

7, 1950. 


Colombian Import Quotas 

Because of the outbreak of hostilities in Korea and 
the consequent rumors of econemic control in the United 
States, the Colombian Exchange Control Office has es- 
tablished special quotas for the importation of spare 
parts and raw materials for industry. It also has per- 
mitted advance quota licensing of critical consumers’ 
goods as well as imports of additional industrial raw 
materials under a system of long-term payment. The 
anticipated immediate effect of these measures is a re- 
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sumption of the unfavorable trend in foreign exchange 

operations. It is reported that the unfavorable balance 

has increased from $14 million on July 1 to approxi- 

mately $28 million. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 21, 1950. 


Export-Import Bank Loan to Chile 

A credit of US$1.8 million to the Corporacién de 
Fomento de la Producion, an agency of the Government 
of Chile, was announced on August 22 by the Export- 
Import Bank of Washington. The credit will be used 
to purchase in the United States road-building machin- 
ery, equipment, and supplies, needed for the relocation 
and construction of about 300 miles of the Pan-American 
Highway from Santiago to La Serena, in the province 
of Coquimbo, an important source of agricultural and 
mineral products. 

Notes of the Corporacién de Fomento guaranteed by the 
Republic of Chile will be purchased by the Export- 
Import Bank and will bear interest at 34 per cent per 
annum, the principal to be repaid in 12 semi-annual 
installments beginning January 31, 1952. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., August 22, 1950. 


Paraguay’s Compensation Imports 

The Monetary Board of the Banco del Paraguay ex- 
tended until July 31, 1950 the final date for receiving 
applications for import permits under the system of 
“compensable exchange.” Before November 4, 1949, 
when the exchange system was modified after consultation 
with the Fund, exporters were permitted to retain some 
or all of the foreign exchange arising from the sale 
of certain export products, and this exchange could be 
used in payment for imports authorized by the Banco 
del Paraguay. On November 5, the system of compen- 
sation trade was abolished, but importers were granted 
a “liquidation period” until March 31, 1950 to apply 
for permits to import with compensable exchange derived 
from goods already exported. The distance and the time 
involved in shipments from Europe and the United States 
were the reasons given for extending the period. 
Sources: La Tribuna, July 17, 1950, and El Pais, July 

17, 1950, Asuncion, Paraguay. 


Other Countries 


Australian Wool Sales 


The value of Australian wool sales last season reached 
a new peak of £286.6 million (£92 million more than the 
previous season). The average price per pound also set 
a record. Average prices for greasy wool were 63.345d, 
and for scoured 77.210d, against 48.069d and 61.94d in 
1948-49. The total number of bales sold in the 1949-50 
season was 3.6 million, an increase of 352,140 bales. The 
Australian Wool Board feels that under present condi- 
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tions there is no indication that the record prosperity 

of the wool industry will end in the near future. 

Source: Australian News and Information Bureau, 
Australian Financial News, New York, N. Y., 
August 10, 1950. 


South African Finance 


The South African Minister of Economic Affairs has 
recently made a statement on the outcome of the recent 
talks between the United Kingdom and South Africa. 
South Africa will sell to the United Kingdom, regularly 
and periodically, gold to the value of £50 million a 
year; this sum was decided on in view of the Union’s 
desire that the sterling area earn the gold it needs by 
exporting to South Africa. 


The U.K. Government will continue to allow, within 
the limits of available resources, U.K. capital to par- 
ticipate in useful economic developments in South Africa. 
In addition, the United Kingdom has repeated the as- 
surance that it recognizes that London is the traditional 
source of borrowing for the Union Government, and that 
it is ready to consider the possibility of further access 
to the London market should the need arise. 


Source: The Financial Times, London, England, August 
25, 1950. 


Ceylon Becomes Fund and Bank Member 


On August 29, the Articles of Agreement of the Inter- 
national Monetary Fund and of the International Bank 
for Reconstruction and Development were signed on 
behalf of Ceylon by the Chargé d’Affaires ad interim of 
the Ceylon Embassy in Washington. Ceylon’s quota in 
the International Monetary Fund is $15 million and its 
subscription to the capital stock of the Bank is 150 shares 
with a total par value of $15 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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